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HOUSE BILL 55
A47TH LEGISLATURE - STATE OF NEW MEXICO - FIRST SESSION, 2005

INTRODUCED BY

John A. Heaton

FOR THE LEGISLATIVE EDUCATION STUDY COMMITTEE

AN ACT
RELATING TO PUBLIC FINANCE; REMOVING INVESTMENT LIMITATIONS AND
ESTABLISHING STANDARDS FOR PRUDENT INVESTMENT OF THE

EDUCATIONAL RETIREMENT FUND.

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF NEW MEXICO:
Section 1. Section 22-11-13 NMSA 1978 (being Laws
1967, Chapter 16, Section 137, as amended) is amended to read:

"22-11-13. [NVESTMENT-OF] BOARD AUTHORITY TO INVEST THE

FUND--PRUDENT INVESTOR STANDARD--INDEMNIFICATION OF BOARD.--

[A—Thet w horized - -
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wotte—have—the—eguivatentofaBAAFating-]

A. The board is authorized to invest or reinvest

the fund. The board shall invest and manage the fund as a

prudent investor would, by considering the purposes, terms,

distribution requirements and other circumstances of the trust.

In satisfyving this standard, the board shall exercise

reasonable care, skill and caution.

B. An i1nvestment or management decision of the

board concerning the fund shall not be evaluated in isolation,

but 1n the context of the fund portfolio as a whole and as part
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of an overall investment strateqy having risk and return

objectives reasonably suited to the fund.

[B=] C. The board or its designhated agent may enter
into contracts for the temporary exchange of securities for the
use by broker-dealers, banks or other recognized institutional
investors, for periods not to exceed one year, for a specified
fee or consideration. [Ne] Such a contract shall not be
entered into unless the contract is fully secured by a
collateralized, irrevocable letter of credit running to the
board, cash or equivalent collateral of at least one hundred
two percent of the market value of the securities plus accrued
interest temporarily exchanged. This collateral shall be
delivered to the state fiscal agent or i1ts designee
contemporaneously with the transfer of funds or delivery of the
securities. Such contract may authorize the board to invest
cash collateral in instruments or securities that are
authorized fund investments and may authorize payment of a fee
from the fund or from income generated by the investment of
cash collateral to the borrower of securities providing cash as
collateral. The board may apportion income derived from the
investment of cash collateral to pay Its agent in securities
lending transactions.

[€=] D. Commissions paid for the purchase or sale
of any securities pursuant to the provisions of the Educational

Retirement Act shall not exceed brokerage rates prescribed and
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approved by national stock exchanges or by industry practice.

[B—nvestment—of—the—Fund-shall-bemade—with—the

rderi I babl - E thes el H I
proebable—income—to—be—derived-]

E. Securities purchased for the fund shall be held
in the custody of the state treasurer. At the direction of the
board, the state treasurer shall deposit with a bank or trust
company the securities for safekeeping or servicing.

F. The board may consult with the state investment
council or the state investment officer; may request from the
state investment council or the state investment officer any
information, advice or recommendations with respect to
investment of the fund; may utilize the services of the state
investment council or the state investment officer; and may act
upon any advice or recommendations of the state Investment
council or the state investment officer. The state investment
council or the state investment officer shall render investment
advisory services to the board upon request and without expense
to the board. The board may employ investment advisory
services and pay reasonable compensation from the fund for the

services. The board may also employ investment management
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services and pay reasonable compensation from the fund for the
services to make investment decisions on behalf of the board,
within the iInvestment objectives, policies and operating
guidelines as directed by the board to the investment manager.
G. Members of the board, jointly and individually,

shall be indemnified from the fund by the state from all
claims, demands, suits, actions, damages, judgments, costs,
charges and expenses, including court costs and [atterreys—]
attorney fees, and against all liability, losses and damages of
any nature whatsoever that members shall or may at any time
sustain by reason of any decision made iIn the performance of
their duties pursuant to this section.”

Section 2. EFFECTIVE DATE.--The effective date of the
provisions of this act is July 1, 2005.
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